Land conflicts in cross border palm oil plantation ventures in Indonesia: Experiences of Malaysian Multinational Enterprises (MNES) by Md Dahlan, Nuarrual Hilal et al.
Associate Professor Dr. Nuarrual Hilal Md 
Dahlan ACIS, CC 
School of Law  
Universiti Utara Malaysia 
Land Conflicts in Cross Border Palm Oil 
Plantation Ventures in Indonesia: 
Experiences of Malaysian Multinational 
Enterprises (MNEs) 
 Malaysia is the second largest exporter of palm 
oil in the world. 
 The palm oil operations have been undertaken in 
the local soil 
 Due to shortage of land, Malaysian MNEs have 
embarked on foreign lands for palm oil 
plantation ventures. 
 Investment 
 Indonesia.  
 Sime Darby Plantation, FGV, IOI Corporation, 





 Challenges to the MNEs to carry out cross 
border palm oil in foreign lands. 
 Unwelcome foreign instrusion. 
 Legal requirements. 
 Uncertainty of the laws. 
 Local customs 
 Shortage of funds 





 What are the causes and issues of land 
conflicts in palm oil plantation ventures by 
Malaysian MNE investors in Indonesia? 
 Why and how the causes and issues occurred? 
 What are the approaches that are used by the 
Malaysian MNE investors in Indonesia to deal 
with the issues in land conflicts? 
 
 
 To study the causes and issues land conflicts 
in palm oil plantation ventures by Malaysian 
MNE investors in Indonesia; and, 
 To recommend approaches by the Malaysian 
MNE investors in Indonesia in dealing with the 




 There is no specific and clear law governing 
cross border palm oil plantation.  
 Cross border palm oil plantation investment 
is a huge project that requires adequate 
expertise and investment to face the 
challenges and ensure its success. 
 Must know the domestic law of the foreign 
host country.  
 Indonesian land laws, environmental law and 
investment law 
 
 Sometimes in dealing with the issues in 
Indonesia, the MNEs need to use money. 
 Local farmers are unfamiliar with the 
conditions of contracts that are supposed to 
protect their rights in relation to palm oil 
plantation companies. 
 The existence of MNEs in palm oil plantation 
in Indonesia shows that it upgrades the level 
of livelihood of the local people and provides 
them with employment and welfare. These 
include life necessities such as water, access 
road, electricity and local children education.  
 Civil suit was commenced and a court in Jakarta 
will rule on a class-action lawsuit filed against 
the Acheh government’s land use plan. The 
encroachment affects the nationally protected 
leading to the exploitation and damage by 
agribusiness and extractive industries, such as 
rouge palm oil plantation ventures. 
 
 The issue is how the big scale plantation venture 
comes in term with the local community whose 
lands are subject to the plantation venture can 
provide opportunity, creation of jobs, elevating 
the economic conditions, providing 
infrastructures and welfare of the people?  
 
 There are cases that have led to conflicts with the 
operators due to unfair treatment and unfair 
contract terms between the operators and the 
local people. 
 
 There are partnership undertaking between the 
Malaysian MNEs and the local people. This is a 
way to resolve conflicts with the local people 
whose lands have been used and possessed by 
the foreign investors for palm oil plantation. The 
partnership ratio is normally 70:30 or 60:40 
between the palm oil investors and the local 
people. 
 
 Problem occurred due to the fact that the 
boundary and ownership of lands in 
Indonesia are not evidenced in writing and 
recorded by qualified persons. Most of the 
ownership and boundary of the lands are 
done through evidence of verbal information, 
supported by witnesses, through the 
information gathered by the Village Head (Pak 
Lurah), Camat and the Bupati (District Officer) 
 Due to unsystematic land ownership and no 
clear boundary signs evidencing ownership 
and possession can lead to fraudulent claims 
by irresponsible parties.  Normally this land 
boundary issue is settled through the 
intervention of the politicians and the 
administrator – Bupati (who head Kabupaten 
(District) – Land District Officer), Camat or the 
Governor. 
 The local people do not resort to court’s 
process as they worry they would suffer 
losses and could not get any benefit as there 
is no evidence of ownership and possession. 
 
 It is evident that legal and judicial system is 
unreliable as there are cases where judges 
and lawyers settle the cases through 
unofficial agreement outside of court 
unprofessionally. 
 Create A Good And Favourable Political 
Connection With The President, Governor, Bupati, 
Camat (District Officers) and The Indonesian 
Army 
 
 Get Help Through APIMI (Association of 
Plantation Investors of Malaysia in Indonesia), 
Indonesia Malaysian Palm Oil Group (IMPOG) and 
Council of Producing Oil Palm Countries (CPOPC) 
 
 Opt For Take Over, Merger And Acquisition Of 
Indonesian Palm Oil Companies 
 Others include adequate funding, sufficient 
knowledge of the local law and hiring of local 
people and expertise to deal and ensure 
success of the cross border palm oil 
plantation ventures  

